
BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2000-366-A - ORDER NO. 2007-418

JUNE 7, 2007

IN RE: Application of Chem-Nuclear Systems, LLC )

for Approval of Allowable Costs (1 st Filing) )

- Application for Adjustment in the Levels of )

Allowable Costs and for Identification of )

Allowable Costs (2nd Filing and After) )

ORDER IDENTIFYING

ALLOWABLE COSTS

I. INTRODUCTION

This matter comes before the Public Service Commission of South Carolina ("the

Commission") by way of the Application of Chem-Nuclear Systems, LLC, a Division of

Duratek, Inc. ("Chem-Nuclear" or

"Original Application"). By its

"the Company"), dated September 26, 2006 (the

Original Application, Chem-Nuclear sought an

adjustment in the levels of certain allowable costs for Fiscal Year 2005-2006, which the

Commission had previously identified and for the identification of allowable costs for

Fiscal Year 2006-2007 associated with the operation of the Company's regional low-

level radioactive waste disposal facility located in the vicinity of Barnwell, South

Carolina ("the Bamwell Facility'). The Application was submitted pursuant to the

pertinent provisions of the Atlantic Interstate Low-level Radioactive Waste Compact

Implementation Act (the "Act"), which is codified as S.C. Code Ann. § 48-46-10, et. se_q.

(1976), as amended. On February 2, 2007, the Company filed and served an Amended

Application which proposed certain revisions in the information contained in the Original
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Application to reflect the Company'sreconciliation of certain issueswith the South

CarolinaOffice of RegulatoryStaff ("ORS").

The Act establishesa comprehensiveeconomicregulatoryprogramand governs

the relationshipbetweenthe Stateof SouthCarolinaand operatorsof facilities for the

disposalof low-level radioactivewaste. Amongotherthings,theAct providesfor South

Carolina's membershipin the Atlantic Low-level RadioactiveWaste Compact (the

"Compact") and authorizesthe mannerin which this Stateparticipatesin the Compact

with ConnecticutandNew Jersey,theothermemberstates.S.C.CodeAnn..§ 48-46-20

(Supp.2006).

The Act fixes a scheduleof annuallydecliningmaximumvolumesof low-level

radioactivewastethat a disposalfacility in SouthCarolinamayacceptfrom generators

within andwithout the Compact'smemberStates.S.C.CodeAnn. § 48-46-40(A)(6)(a)

(Supp.2006). In addition, the Act empowersthe SouthCarolinaBudgetand Control

Board (the "Budget and Control Board') to fix the ratesthat an operatorof a disposal

facility in SouthCarolinamay chargea generatorfor disposalof the generator'slow-

level radioactivewaste. The Act fixes fees for various purposes and provides for the

disposition of revenues produced by the disposal operations of facilities subject to the

Act. Chem-Nuclear operates the only disposal facility for low-level radioactive waste in

South Carolina.

Under the Act, the Commission has the responsibility to identify the "allowable

costs" of a disposal facility operator. S. C. Code Ann. §48-46-40(B)(1) (Supp. 2006).

"Allowable costs" are "costs to a disposal site operator of operating a regional disposal
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facility" andthey "are limited to costsdeterminedby standardaccountingpracticesand

regulatoryfindings to beassociatedwith facility operations." S.C. CodeAnn. § 48-46-

30(1)(Supp.2006). TheAct providesthat "allowablecosts"expresslyincludethe costs

of certain specifically identified activities necessaryin the operation of a low-level

radioactivewastefacility. S.C.CodeAnn. §48-46-40(B)(3)(a)through(n) (Supp.2006).

Section48-46-40(B)(3)(n)alsoprovidesthat "allowable costs"include "any othercosts

directly associatedwith disposal operationsdeterminedby [the Commission] to be

allowable." TheAct excludesfrom identificationas"allowablecosts"thecostsof certain

expresslylisted activities and "any other costsdeterminedby [the Commission]to be

unallowable." S.C.CodeAnn. §48-46-40(B)(3)(Supp.2006).

The Act entitles a disposalfacility operatorto recoveran operatingmargin of

29%,which is appliedto identified"allowablecosts,"excludingcertain"allowablecosts"

for taxesandthe licensingandpermittingfeeswhich theoperatoris responsibleto remit

to governmentalentities. S.C.CodeAnn. §48-46-40(B)(5)(Supp.2006).

The level of "allowable costs" and the statutory operatingmargin affect the

amountof annualrevenuethat a disposalfacility operatorremits to the Stateof South

Carolina. At theendof the fiscalyear,theoperatorpaysthe SouthCarolinaDepartment

of Revenuean amountequalto the total revenuethe operatorhad receivedfor waste

disposalservicesduring the fiscal year, reducedby the operator'sidentified "allowable

costs," reducedfurther by the 29% statutoryoperatingmargin on the "allowable costs"

underthe Act, andreducedfurtherby paymentsthatthe operatormadeduring thefiscal

year for reimbursementof certain administrativecosts which the Budget and Control
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Board,theCommission,the StateTreasurer,andtheAtlantic CompactCommission(the

"CompactCommission")hadincurredfor theconductof thoseagencies'responsibilities

in administeringtheAct. S.C.CodeAnn. § 48-46-60(B)and(C) (Supp.2006).

TheAct providesthat the operatorof a low-level radioactivewastedisposalsite

may apply to the Commissionfor adjustmentsin the levels of "allowable c,osts" which

the Commissionhadidentified for thepreviousfiscal yearandfor identificationof costs

which the Commissionhad not previouslyidentified as "allowable costs." S.C.Code

Ann. §48-46-40(B)(4)(Supp.2006). Upondispositionof the issuesin anapplication,the

Act requiresthe Commissionto authorizethesiteoperatorto adjustits "allowablecosts"

for the currentfiscal year to compensatethe site operatorfor revenues"lost" during the

previous fiscal year (that is, the difference betweenthe level of "allowable costs"

previously identified and the level of "allowable costs" identified uponapprovalof the

application). Id.

Chem-Nuclearfiled its Original and AmendedApplications in this proceeding

seekingto be compensatedfor the differencebetweenthe level of "allowable costs",

which we identified in Order No. 2006-328,and the amountof suchcosts that the

Companyactually experiencedin the Fiscal Year 2005-2006and for identificationof

Chem-Nuclear's"allowable costs"for FiscalYear2006-2007. As in prior proceedings,

Chem-Nuclearappliedto be compensatedonly for those "allowable costs" incurredin

FiscalYear2005-2006wheretheactualcostsweremorethanthosethatwehadidentified

and approvedin OrderNo. 2006-328. (AmendedApplication at paragraphs10-14and

Exhibit A to theAmendedApplication).
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This caserepresentsthe seventhannualproceedingin this Docket in which the

Commissionhasconsideredthe identification of "allowable costs" for Chem-Nuclear

undertheprovisionof theAct. SeeOrderNo. 2001-499,datedJune1,20011;OrderNo.

2002-395,datedJune 3, 2002; OrderNo. 2003-188,datedApril 14,2003; OrderNo.

2004-349,datedJuly 23, 2004;OrderNo. 2005-338(A),datedJune27, 2005;andOrder

No. 2006-328,datedMay 30,2006.

Upon receipt of the Company's Original Application, the Commission's

DocketingDepartmentdirectedChem-Nuclearto publishaNotice of Filing, advisingthe

public of the submissionof the Original Application and of the manner in which

interestedpersonsmight interveneor otherwiseparticipatein this proceeding. Chem-

Nuclear filed affidavits of publication which demonstratedits compliancewith the

instructionsof theDocketingDepartment.

The Act specifiescertain agenciesto be parties of record in proceedingsfor

identificationof allowablecostsbelbrethe Commission. Thosepartiesare: the Budget

andControlBoard,the ExecutiveDirectorof theOffice of RegulatoryStaff ("ORS") and

theAttorney Generalfor the Stateof SouthCarolina. S.C. CodeAnn. §48-46-40(B)(9)

(Supp.2006). In addition,theCompactCommissionandthe SouthCarolinaDepartment

of Health and EnvironmentalControl ("DHEC") havethe discretionunder the Act to

participateasparties. Id. Pursuantto theprovisionsof S.C. CodeAnn. § 58-4-10(B)

(Supp.2006),theORSrepresents"the public interest"in proceedingsin thisDocket.

On April 12,2007,the Commissionheld an evidentiaryhearingwith respectto

the issues in the Company's Application. The Honorable G. O'Neal Hamilton,
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Chairman,presidedand Vice ChairmanMoseleyandCommissionersClyburn, Fleming,

Howard,Mitchell, andWright werein attendance.Appearanceswereasfollows: Robert

T. Bockman, Esquire, represented Chem-Nuclear; Frank R. Ellerbe, III, Esquire,

represented the Compact Commission; and C. Lessie Hammonds, Esquire, and Jeffrey M.

Nelson, Esquire, represented the ORS; neither the Budget and Control Board nor DHEC

were represented by counsel. The Attorney General did not appear or participate in the

hearing. Duke Power and South Carolina Electric & Gas Company, which had

intervened in this Docket and participated in some previous hearings, did not appear or

participate in the hearing.

Chem-Nuclear and the ORS entered into a Settlement Agreement by which they

resolved various issues raised in the Amended Application and during the audit which

ORS conducted. The Settlement Agreement was submitted to the Commission at the

hearing and is a part of the record as Hearing Exhibit No. 1. The Settlement Agreement

included an attachment which consisted of the audit report prepared by ORS of its

examination of Chem-Nuclear's books and records. Chem-Nuclear presented the

evidence of one witness, James W. Latham. The record of this proceeding consists of the

pleadings; the Commission's notices; the transcript of the oral testimony, consisting of 54

pages; and three (3) hearing exhibits, including two (2) post-hearing exhibits which the

Company filed at the direction of the Commission.

II. DISCUSSION OF ISSUES

All of the issues relating to the identification of "allowable costs" for Fiscal Year

2005-2006 and tbr Fiscal Year 2006-2007 were resolved among the parties or were not
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contestedin the evidenceor positionsof theparties. Consequently,the Commissionwill

discussthe issuesin generalto reflect our relianceupon the evidentiaryrecordfor the

findingsandconclusionsin this order.

A. "Allowable Costs" for Fiscal Year 2005-2006

In accordance with the provisions of the Collaborative Review of Chem-Nuclear's

Operations and Efficiency Plan ("OEP"), which Order No. 2004-349 approved for use in

these "allowable cost" proceedings, Chem-Nuclear's application and its evidence

separated costs into three (3) categories: fixed costs, variable costs, and irregular costs.

As Order No. 2004-349 recognized, the OEP was valid for use as a "baseline for

establishing a method for identifying "allowable costs." Order No. 2004-349 at 17.

1. Fixed Costs for Fiscal Year 2005-2006

Chem-Nuclear separated its fixed costs for Fiscal Year 2005-2006 into several

general categories: labor and fringe costs, non-labor costs, corporate allocation of general

and administrative expense, equipment leases and support, depreciation, insurance, and

those fixed costs for which the statutory operating margin was not applicable. The

operating experience for that period resulted in total fixed costs of $7,603,972 which

were actually incurred. Since the total fixed costs which Chem-Nuclear actually incurred

for 2005-2006 were less than the level of fixed costs anticipated in Order No. 2006-328,

the Company did not propose any adjustment in the previously identified allowable fixed

costs for Fiscal Year 2005-2006. The evidence in the record fully supports the

identification of $7,603,972 as fixed "allowable costs" for Fiscal Year 2005-2006.
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2. VariableMaterialCostsfor Vaultsfor FiscalYear2005-2006

The actualcostsfor the materialcostsfor vaultsarepredicatedon a numberof

factors,including thesizeandshapeof wastepackagesandthenumberandsizeof vaults

required for disposal. For Fiscal Year 2005-2006,Chem-Nuclear'sactual costs for

disposalvaultswere$1,610,066.Thereis no evidencein the recordin oppositionto the

identificationof thatamountastheproper"allowablecost" for variablecostsfor vaults.

3. VariableLaborCostsandNon-LaborCostsfor FiscalYear2005-
2006

Order No. 2006-328 determined various categoriesof rates applicable to

purchase,inspection,and placementof the following: disposalvaults, handlingof the

variousclassesof wasteshipments,slit trenchoffioad operations,customerassistance,

and schedulingof wasteshipmentsandmaintenanceof disposalrecords. Accordingto

the record, the variable Labor and Non-Labor rates are associatedwith several

independentvariables.BecausetheCompany'sactualvariablelaborandnon-laborcosts

of $653,140experiencedin FiscalYear2005-2006were lessthan the amountidentified

in OrderNo. 2006-328,the Companyhas requestedno adjustmentin this categoryof

costsfor FiscalYear2005-2006.

4. IrregularCostsfor FiscalYear2005-2006

Irregularcostsincludecostsfor projectsthatarenonrecurringannuallyor varying

costsfor projectswhich continuefor morethan a year. Therecord containsnumerous

descriptionsof eachprojectandtheactualcoststhat Chem-Nuclearincurredfor themin

FiscalYear2005-2006.At thedateof the issuanceof OrderNo. 2006-328,not all of the

irregularcostsfor Fiscal Year2005-2006were known andmeasurable. The evidence
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hereestablishesthat Chem-Nuclearincurredactualirregular costsfor FiscalYear2005-

2006of $570,484.Thatamountis uncontestedby anyevidencein therecord.

B. Proposed "Allowable Costs" for Fiscal Year 2006-2007

Chem-Nuclear's Application and the evidence in the record presented "allowable

costs" to be identified for Fiscal Year 2006-2007, separated into the three cost categories

that were submitted in the Collaborative Review of the OEP and adopted in Order No.

2004-349.

1. Allowable Fixed Costs for Fiscal Year 2006-2007

Chem-Nuclear proposed total fixed costs of $7,859,163 to be identified as

"allowable costs" for Fiscal Year 2006-2007. That amount was based on actual fixed

costs incurred in Fiscal Year 2005-2006, with appropriate adjustments for inflation as the

Commission has previously approved. The total fixed costs for Fiscal Year 2006-2007

include $799,637 to which the statutory margin is not applicable. (Exhibit C to Amended

Application). The record contains no evidence in opposition to the identification of

$7,859,163 as allowable fixed costs :for Fiscal Year 2006-2007.

2. Allowable Irregular Costs for Fiscal Year 2006-2007

Chem-Nuclear described general categories of projects with estimated total costs

of $209,766, which it categorized as irregular costs for Fiscal Year 2006--2007. The

record contains no evidence in opposition to the identification of $209,766 as allowable

irregular costs for Fiscal Year 2006-2007.
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3. Variable Materials Costs (Vaults) Rates for Fiscal Year 2006-2007

For Fiscal Year 2006-2007, Chem-Nuclear proposed variable material cost rates

for each category of waste received based upon the rates which we had approved in Order

No. 2006-328 for Fiscal Year 2005-2006, as adjusted for an increase in the cost of

concrete disposal vaults from Chem-Nuclear's supplier. There was no evidence of record

in opposition to the proposed variable cost rates for disposal vaults.

4. Variable Labor and Non-Labor Rates for Fiscal Year 2006-2007

For Fiscal Year 2006-2007, Chem-Nuclear proposed rates for variable labor and

non-labor costs. Those rates pertained to five (5) categories: vault purchase and

inspection (per vault); ABC waste disposal (per shipment); Slit Trench Waste Operations

(per offload); customer assistance (per shipment); and maintenance of trench records (per

container). The rates were based on the rates approved in Order No. 2006-328, adjusted

for inflation. There is no evidence of record in opposition to those rates.

III. FINDINGS AND CONCLUSIONS

1. The Public Service Commission of South Carolina is authorized and

directed by S. C. Code Ann. § 48-46-40(B), et se___q.(Supp. 2006) to identify allowable

costs for Chem-Nuclear's operation of a regional low-level radioactive waste disposal

facility in South Carolina. The facility is located in Barnwell, South Carolina.

2. Chem-Nuclear has

since 1971 without interruptions.

operated the disposal site in question continuously

Undisputed amounts in Chem-Nuclear's accounts that

will herein be identified and approved by this Commission as "allowable costs" for Fiscal

Year 2005-2006 are included in Appendix A, which is attached to this Order.



DOCKET NO. 2000-366-A - ORDER NO. 2007-418
JUNE 7, 2007

PAGE 11

3. Further, we approve and identify as "allowable costs" for Fiscal Year

2006-2007 the individual figures and the sum of $8,068,929 in fixed and irregular costs.

We approve the variable cost rates for Fiscal Year 2006-2007, as those costs and rates

that are depicted in Appendix B, which is attached to this Order. The actual expense in

the variable cost category will be dependent on the actual volumes and classes of waste

received. The rates in Appendix B are appropriately documented in the record of this

proceeding.

4. Chem-Nuclear shall continue to submit monthly reports of variable cost

data to the Commission as required by Commission Order No. 2001-499.

5. This Order shall remain in full force and effect until further order of the

Commission.

BY ORDER OF THE COMMISSION:

ATTEST:

C. Robert Moseley, Vice Chairmaf,/

(SEAL)

G. O'Neal Hamilton, Chairman
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Fixed Costs
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Page 1 of 2
Chem-Nuclear Systems, LLC

Allowable Costs
Fiscal Year Ending June 30, 2006

Allowable Cost

Fixed Labor and Fringe
Non-Labor Costs
Depreciation
Insurance

Equipment Leases and Support
Corporate G&A

Intangible Asset Amortization (Operating Rights)*
Employee Retention Compensation*
Legal Support*

Total Fixed Costs

Variable Costs

Vault Costs

Variable Labor and Fringe**

Total Variable Costs

Irregular Costs

Total Irregular Costs (see page 2 of 2)

$3,066 244
$1,207 525

$216 810
$760 632
$386 732

$1,203 161
$625 000
$104 587

$33,281

$7,603,972

$1,610,066
$653,140

$2,263,206

$570v484

Total Allowable Costs

* Not subject to statutory operating margin

** Categories of costs include: Vault Purchase and Inspection, ABC Waste Disposal, Slit Trench
Operations, Waste Acceptance and Trench Records.
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Chem-Nuclear Systems, LLC
Allowable Costs

Fiscal Year Ending June 30, 2006

Irregular Cost Item
Irregular components
Various Trenches

Decontamination and Corrective Actions
Deep Well & Monitoring Well Abandonment
Site Engineering and Drawing Updates
Miscellaneous Irregular Projects
License Renewal and Appeal Costs
B&CB support
Severance Pay
Other Irregular costs

Labor &

$1,025
$88,857
$22,148
$8,253

$46,778
$6,727

$64,671
$898

$94,492
$4,226

Non
Labor

$40,257
$137,603

$2,593
$25,424
$16,650

$210
$2,063

$0
$0

$7,609

Total Cost
$41.282

$226 460
$24 741
$33 677
$63 428

$6 937
$66 734

$898
$94,492
$11,835

Total Irregular Costs $338.075 _ $570.484
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Appendix B - Order No. 2007-418
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Page 1 of 1
Chem-Nuclear Systems, LLC

Allowable Costs
Fiscal Year Ending June 30, 2007

Labor and Fringe
Non-labor Costs

Depreciation
Insurance

Equipment Leases and Support
Corporate Allocation (Management Fee/G&A)
Intangible Asset Amortization (Operating Rights)*
Employee Retention Compensation*
Legal Support*

Total Fixed Costs

Irregular Costs

Trench Construction

License Appeal
Corrective Actions

Site Engineering Drawings
Irregular Components
Miscellaneous

Total Irregular Costs

Total Fixed and Irregular Costs

Variable Costs
Variable Labor and Non-Labor Rates

Vault Purchase and Inspection (per vault)
ABC Waste Disposal (per shipment)
Slit Trench Operations (per slit trench offload)
Customer Assistance (per shipment)
Trench Records (per container)

Variable Material Costs (Vault Costs)
Class A Waste (per cubic foot)
Class B Waste (per cubic foot)
Class C Waste (per cubic foot)
Slit Trench Waste (per cubic foot)

Allowable Cost

$3,170 000
$1,232 000

$225 000
$787 254
$4O0 000

$1,245 272
$625 000

$99 637
$75,000

$7,859,163

$60,000
$2O,00O
$14,766
$60,000
$40,O0O
$15,0oo

$209,766

$71.72
$1,009.56
$9,975.32

$264.67
$56.43

$35.00
$36.72
$36.15

$128.07

* Not subject to statutory operating margin


